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o Kingdee issued FY16 positive profit alert.

e Share buybacks
business outlook.

o Maintain Buy due to rapidly growing cloud business and stable
traditional ERP business

signaled management’s confidence in

Kingdee issued FY16 positive profit alert

Management expects net profit to equity holders to grow not less than
150%yoy in FY16, driven by steady revenue growth of traditional ERP
business, rapid sales growth of cloud service business and disposal
gains of non-core cloud business. Excluding one-off disposal gains of
HK$139 million for non-core cloud business, we see core earnings to
grow by not less than 19%yoy to RMB 125 million. FY16 annual result
will be announced on 15 March.

Share buybacks signaled confidence in business outlook

Since Dec 2016, Kingdee has repurchased 16.6 million shares at the
average price of HK$2.92 per share. We see it as a positive signal of
Kingdee’s improved fundamental.

Maintain buy on positive outlook of cloud and ERP business

Kingdee is a leading ERP software provider in China SME market and a
first mover in SaaS cloud business in China. Coupled with the enlarged
cloud business user bases, healthy balance sheet with net cash since
FY15 and the target of increasing cloud business to 50% sales in 2020,
we maintain Buy rating.

Financial Summary

Year-End FY13A FY14A FY15A 1H15A FY16A
Sales (RMB: '000) 1,602,125 1,546,517 1,586,224 757,981 -
Net Profit (RMB: '000) 126,400 197,048 105,766 91,597 264,415
Basic EPS 0.05 0.08 0.04 003 0.10
Diluted EPS 0.05 0.07 004 003 0.10
PE () 36.77  24.02  78.01 - 3042
PB () 2.67 2.39 2.70 - -

Source: Company
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The prices of securities may fluctuate up or down. It may become valueless. It is as likely that losses will be
incurred rather than profit made as a result of buying and selling securities. This report i s based on
information available to the public that we consider reliable, however, the authenticity, accuracy or
completeness of such information is not guaranteed by BMI Funds Management Limited . This report does not
take into account the particular investment objectives, financial situation or needs of individual clients and does not
constitute a personal investment recommendation to anyone. Clients are wholly responsible for any
investment decision based on this report. Clients are advised to consider whether any advice or
recommendation contained in this report is suitable for their particular circumstances. This report is not
intended to be an offer to buy or sell or a solicitation of an offer to buy or sell the securities mentioned. Investors
are advised to consult their own professional and independent financial advisors covered in this report.

BM Intelligence Group or BMI Funds Management Limited, its affiliates and its related companies may do and
seek to do business with the companies covered in this report and may from time to time act as market maker
or have assumed an underwriting commitment in securities of such companies, may sell them to or buy them
from customers on a principal basis and may also perform or seek to perform investment banking, advisory,
underwriting, financing or other services for or relating to such companies and solicit such investment,
advisory, financing or other services from any entity mentioned in this report. In reviewing this report, an investor

should be aware that any or all the foregoing, among other things, may give rise to real or potential conflicts
of interest.

Investment Rating System

Stock Rating (12 months) Remarks
Buy Stocks with potential positive return exceeding 15% over the next 12 months
Hold Stocks with potential return of between -15% to +15% over the next 12 months
Sell Stocks with potential negative return exceeding -15% over the next 12 months
Speculative Buy Stocks with potential positive return exceeding 20% over the next 6 months, with high volatility
Speculative Sell Stocks with potential negative return exceeding -20% over the next 6 months, with high volatility
Sector Rating Remarks

Overweight Relative performance over Hang Seng Index >10%

Neutral Relative performance within Hang Seng Index -10% to +10%

Underweight Relative performance below Hang Seng Index <-10%
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